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AMERICAN EXPRESS FINANCIAL ADVISORS
FINED $125,000 FOR FAILURE TO SUPERVISE SALESMAN

PHOENIX ... On March 28, 2000, the Arizona Corporation Commission fined American Express Financia
Advisors (American Express) $125,000 for failing to superviseits sdlesman Wdter M. Elze, J. who misgppropriated
$226,000 from an American Expressclient’ saccounts. Inarelated action, Elze' s securitiesregistration wasrevoked
by the Commission and he was fined $10,000 to cover the Divison' sinvestigative cogts. In August 1999, Elzewas
charged with fraudulent schemes, theft and the murder of Shirley Noe by the Maricopa County Attorney’ s office.
Elzeisin police custody awaiting trid.

According to the Order, to which American Express consented, Elze was a registered sdlesman with

American Express who worked at the Sun City, Arizona branch office a 10240 West Bell Road.

In August 1997, Elze was assigned by American Express as the securities sdlesman for the accounts of
American Express dient, Shirley Noe. Asa part of his fraudulent scheme, Elze had the client execute a document
which dlowed Elze to make exchanges, transfers, redemptions and surrenders from the client’s accounts. Elze
established apoga addressunder hiscontrol. Elzethen changed themailing addressfor dl of No€ saccounts, having

al satements and documents regarding her American Express accounts delivered to the controlled address.

Elze proceeded to withdraw fundsfrom Noe' s accounts and had checks delivered to the new address. After
checks were received, Elze forged or obtained No€' s sgnature on them. He then deposited the money into ajoint
bank account that he established contrary to American Express policy. In connection with his scheme, from
approximately September 1997 through July 1999, Elze converted or misappropriated approximatdy $226,000from
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the accounts.

Although American Express had supervisory policies and proceduresin place, evidence showed American
Express questioned Elze only one time to determine whether any fraudulent activity was being conducted.

In or about April 1998, American Express became aware of two customer complaints concerning Elz€ s
handling of their accounts. No further investigation or review of Elze s remaining accounts was conducted by
American Express. On at least two occasions from May through July 1999, correspondence was received at the
American Express Sun City branch office from Bank One addressed to American Express sclient and Walter Elze.
No investigation was conducted by American Expressto determine why

Elze had ajoint bank account with the client. Thisisaviolaion of American Express policies and procedures.

The Commission ordered American Express to pay an adminigtrative pendty of $125,000 and to inspect
practices at each of its Arizona offices within 90 days of the ertry of the Order. Reports of each ingpection will be
submitted to the Securities Divison of the Commission. In addition, al cusomer complaints received from Arizona

resdents will be provided to the Divison for a period of two years.

American Expresswill dso implement the following new compliance procedures.

1. The egtablishment of a full time compliance position (Field Compliance Director) to be located in
Arizona and dedicated to its Arizona/Las V egas market group.

2. The purchase and implementation of “early warning” software designed to detect fraud relating to
new accounts, account changes and the handling of mall.

3. The training of fidd supervisors in the ArizonalLas Vegas market group in compliance and the
detection of fraud.

“The Arizona Corporation Commission intendsto serioudy enforce securitieslawsto protect the public trust
againgt unscrupulous securities salesmen,” stated Arizona Corporation Commisson Chairman Carl J. Kunasek.
Commissioner Jm Irvin added, “Wewill ingst upon diligent supervision by dedersof their sdlesmen.” Commissoner
William Mundd| stated that “ Arizonawill continueto protect investorsin this sate and wantsto send astrong message



to deter those deders who fail to oversee the conduct of thelr sadlesmen.”

“The new compliance procedures and mandated office ingpections emphasi zed American Express sduty to
prevent such fraudulent conduct inthefuture,” said Mark Sendrow, Director of the Arizona Corporation Commission
Securities Dividon.  To find out more information about brokers and various investment schemes and investor

awareness, the public can vist the Divison web Ste at www.ccsd.cc.gate.az.us or contact the Securities Division at

(602) 542-4242, by facsmile a (602) 594- 7470, or by E-mail at accsec@ccsd.cc.state.az.us.

ATTENTION: ALL PRESSFAX RECIPIENTS!

Starting May 1, 2000, al Arizona Securities Division pressreleaseswill no longer be distributed viabroadcast
fax. All future press releases will be delivered via Electronic Mail to promote faster distribution and ease of
publication. To make this trangtion easier for you, we have st up a press release Sgn-up page on our website.

Please take a second to sign up at http://www.ccsd.ce.sate.az.us/news release/add.asp to ensure your continued

press release ddivery. If you do not have an E-Mail address and need to continueto receive pressrel eases, please

contact Betty Camargo at (602) 542-0644. We gppreciate your support during thistime of change.



